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Abstract 
More and more insolvency cases are opened in the eastern European countries lately and this is not a result of only the 
economic crisis. This paper aims to statistically analyze the evolution of the number of insolvent companies in eastern 
European countries and the evolution of the insolvency rate of the same countries. We will focus on identifying the 
differences between 11 eastern European countries related to the two indicators. The analysis will be made by considering 
the 2004-2010 periods. The results will indicate which are the eastern European countries that should consider modifying 
their proceedings in order to better adapt to the economic environment. 
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1. Introduction  
Eastern European countries are characterized by an economy still in development, many of them beeing 
emerging countries. Insolvency law in these countries was often issued by reporting to the regulations of 
developed countries and with their adaptation to individual economic conditions. The most representative 
examples in our case are the insolvency regulations in Romania, based on the ones in France, and one in 
Poland, having as a base the German legislation. Eastern European regulations still have aspects that can be 
improved. Major involvement of the state during the proceedings does not help Eastern European insolvency 
systems. 
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In the next part we present some aspects of the insolvency regulations in the Eastern European countries 
which we will then include in the statistical analysis. 
2. Insolvency regulations of eastern European countries 
Insolvency is lack of liquidities. Some states have also introduced other criteria that can lead to the entering 
on an entity in insolvency proceedings, such as overindebtness or imminent insolvency (when it is obvious that 
the debtor will not be able to pay his debts when they get to the deadline). 
In Romania, Bulgaria, Poland, Hungary, Czech Republic and Slovakia lack of liquidity and the inability of a 
company to pay its current debts is the main criterion for entering into insolvency proceedings (Balcerowicz et 
al., 2003). In Hungary this is even the only criterion that can cause the opening of proceedings. Following the 
German model, emerging countries in Eastern Europe introduced indebtedness as a criterion for opening 
insolvency proceedings. This is the case of Bulgaria, Czech Republic, Poland and Slovakia. However, the 
motivation of this criterion is difficult, given the differences between market value and book value of assets 
(Daianu et al., 2004). Romania does not to apply this criterion for the opening of insolvency proceedings. 
Imminent insolvency criterion was introduced by countries like Czech Republic or Romania in order to favor 
the debtor, giving him the opportunity to reorganize. The introduction of this criterion wanted to encourage 
reorganizations, in the detriment of liquidations.  
Insolvency Law in the Czech Republic came into force at 1st of January 2008. It introduced two new ways to 
resolve the situation of the incapacity of paying debts, the reorganization and the debt cancellation for personal 
bankruptcy case (Šafránek, 2012, p 41). Both options follow the same principle, namely, providing 
opportunities to pay their debts and continue their activity. However, this choice gives some debtors the 
possibility of controlling the insolvency proceedings; more specifically, when a creditor in good relations with 
the debtor has the most claims against the debtor, he will propose a reorganization plan favorable to the debtor 
and other creditors will have to lose by recovering only a very small part of their claims (usually between 5 and 
15%). 
Bulgaria regulated insolvency by the Commercial Code. An insolvency law is adopted only for the 
insolvency of banks or insurance institutions. Unlike other states, Bulgaria adopted a separate law to protect 
employees of insolvent companies (Law guaranteeing payments to employees during the employer's insolvency 
- ZGVRSNR). 
In Poland, Bankruptcy and Rehabilitation Law is fairly recent, having been adopted in 2003. For Poland this 
was a necessity, given the fact that the old bankruptcy law was dated before the world war period. However, 
the new regulation has undergone major changes in 2009 in order to better adapt to the current needs of 
companies. 
In Estonia, bankruptcy is that state in which the insolvency of a debtor was declared by court. The procedure 
is governed by the Bankruptcy Act, adopted in 2003, but applied from 1 January 2004. Bankruptcy application 
may be submitted either by the debtor itself or by the creditors. The procedure will be done with the 
involvement of the courts and appointment of an administrator to take over the company. 
Insolvency legislation in Latvia is not well structured. The law does not mention any term to separate the 
solvent state of the insolvent one; in addition, anyone can claim the insolvency of a company. In the event of 
reorganization the process may not exceed a period of two years. 
Latvia has adopted a new insolvency law in 2010. However, they still discuss about possible further changes 
to the law. The most important change would be the criteria for entering in a insolvency proceedings. It is 
wanted to reintroduce the balance test used in determining the debtor's insolvency before for almost 20 years 
(Draba, 2012, p 38). Its removal led to controversy regarding the insolvency of a large supermarket chain 
Latvia. 
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Enterprise Bankruptcy Law of Lithuania was adopted in 2008. The bankruptcy process can be a legally 
organized or extrajudicial. The latter can be conducted by applying legal regulations, with the exception that 
the creditors will take over everything related to the competence of legal organs. 
Slovakia adopted the Act on Bankruptcy and Restructuring in 2006. Defining failure in this law is associated 
with the state of insolvency and inability of a company to pay its debts; more specifically, it refers to the delay 
in payment of a debt more than 30 days or an amount of debts greater than the assets held by a company.  
A new aspect in the Slovak legislation, introduced by amending the Labor Code in 2011, refers to an 
employee claim, considered unsecured, which can be prioritized if the employee is dismissed during the 
ongoing of insolvency proceedings (Beloviþová and Ivanco, 2012, p 44). 
Act of Financial Operations, Insolvency Proceedings and Compulsory Dissolution was adopted in 2007 in 
Slovenia in order to cover all types of procedures. It is believed that a company is in financial difficulty when 
cumulative losses exceed half of the value of capital and current year loss exceeds a quarter of it (for stock 
companies), or when cumulative losses exceed a quarter of a partnership capital. 
In Greece, bankruptcy is regulated through the new Bankruptcy Code adopted in 2007. The new system is 
based on the idea of giving a second chance. In this respect, it offers priority to the possibility to save the 
company. Other changes implied by adopting the new law refer to resolving cases more quickly, to a more 
transparent process and special treatment for bankruptcy of small firms. 
3. Methodology for analysis of the number of estern erropean insolvencies and insolvency rates 
Methodological steps taken for this analysis include: identifying the purpose of research; operationalization 
of variables; sampling and data collection; empirical analysis and interpretation of the results. 
3.1. Identification of research’ purpose 
This paper aims to analyze the evolution of the number of insolvencies of companies in the countries of 
Eastern Europe and the evolution of insolvency rate in these countries. We will highlight the differences 
between Eastern European states when analyzing the two indicators. 
The analysis will be performed using a factorial analysis of correspondences, which wants to describe 
relationships between variables. The main objective of the factorial analysis of correspondences is the 
simultaneous study of the rows and columns of a contingency table in order to highlight the connections or 
correspondences between the two (Lefter, 2004). 
3.2. Operationalization of variables 
Statistical analysis in this study was performed using SPSS software. Thus, on the basis of the data in Table 
1 we created in SPSS two databases, one containing the number of insolvency cases in each of the countries of 
Eastern Europe in 2004-2010 and one containing the annual insolvency rates for these states. Through the 
factorial analysis of correspondences there were defined contingency tables for each analysis. To do so we 
defined the following variables: 
• a COUNTRY variable, as string variable was defined for both analyzes;  
• variables In2004, In2005, In2006, In2007, In2008, In2009, In2010, numeric type, for use in the first part of 
the study; 
• variables Ir2005, Ir2006, Ir2007, Ir2008, Ir2009, Ir2010, numeric type, whose values will be used in the 
second part of this study. 
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3.3. Sampling and data collection 
Statistics on the number of insolvencies and insolvency rates for the 11 Eastern European countries included 
in this study were provided by Coface Central Europe Holding AG. Data was collected to analyze the 2004-
2010 period. Countries included in the study are: Bulgaria, Croatia, Czech Republic, Estonia, Hungary, Latvia, 
Lithuania, Poland, Romania, Slovakia and Slovenia. 
3.4. Empirical analysis and interpretation of the results 
Based on data from Table 1 we performed the statistical analysis on the number of insolvent companies and 
insolvency rates in the Eastern European countries included in the study. 
Table 1. Data on number of insolvency cases and insolvency rates for Eastern European Countries (2004-2010) 
 Years 2004 2005 2006 2007 2008 2009 2010 
Bulgaria Insolvencies 208 238 183 240 279 361 462 
 Insolvency rate  n.a. 0,07% 0,08% 0,10% 0,12% 0,15% 0,19% 
Croatia  Insolvencies 1738 842 624 452 407 574 544 
 Insolvency rate  n.a. 1,32% 0,88% 0,59% 0,53% 0,69% 0,66% 
Czech 
Republic Insolvencies 2234 1808 1866 2502 3543 5396 5752 
 Insolvency rate   n.a. 0,26% 0,27% 0,36% 0,49% 0,75% 0,80% 
Estonia Insolvencies 260 208 318 327 488 1112 1047 
 Insolvency rate   n.a. 0,22% 0,30% 0,27% 0,41% 1,13% 1,07% 
Hungary Insolvencies 7519 8126 9575 9855 11530 14971 17883 
 Insolvency rate   n.a. 1,85% 2,00% 2,02% 2,26% 3,02% 3,61% 
Latvia  Insolvencies 1386 647 1516 1028 1250 2219 2705 
 Insolvency rate   n.a. 0,33% 0,72% 0,60% 0,73% 1,31% 1,59% 
Lithuania Insolvencies 624 577 355 604 928 1844 1635 
 Insolvency rate   n.a. 0,35% 0,21% 0,41% 0,64% 1,26% 1,12% 
Poland  Insolvencies 1116 793 576 447 411 691 655 
 Insolvency rate   n.a. 0,02% 0,02% 0,01% 0,01% 0,02% 0,02% 
Romania Insolvencies 3353 3582 3191 6415 14483 18421 21692 
 Insolvency rate   n.a. 0,64% 0,60% 1,13% 2,54% 2,78% 3,27% 
Slovakia  Insolvencies 990 1645 1730 791 567 669 808 
 Insolvency rate   n.a. 0,38% 0,33% 0,14% 0,10% 0,11% 0,15% 
Slovenia Insolvencies 789 733 577 560 433 529 377 
 Insolvency rate   n.a. 0,67% 0,38% 0,35% 0,27% 0,32% 0,21% 
Total insolvencies 20217 19199 20511 23221 34319 46787 53560 
n.a. – data not available 
Source: Coface Central Europe Holding AG 
 
During 2004-2010 the total number of insolvent companies for the 11 countries increased from 20 217 
companies in 2004 to 53 560 companies in 2010, meaning with a total percent of about 165%. This number 
increased from one year to another, except for 2005, when it was registered a negative variation of -5%. It is 
duly observed that, overall, 2008 was the most difficult year for Eastern European companies. The economic 
crisis has caused an increase in the number of companies unable to pay its debts of over 48%. The effect of the 
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crisis can still be noticed in the following years, when increases are still significant. In 2010, the total number 
of insolvent companies in these countries increased however by only 14%. 
Taking into account that the number of insolvent companies in the whole European Union decreased in 2010 
with a rate of 0.5% (Georgescu et al., 2012), we realize that the situation of countries Eastern Europe is even 
worse. Although at a global level the economic collapse in the last few years seems to end, the economic agents 
in these countries still struggle to enterprise profitable economic activities. 
The period we analyzed can be divided into two stages. The first step in the evolution of the number of 
insolvent companies in Europe is up to and including 2007 and it is characterized by an apparent equilibrium. 
The second phase starts in 2008, when the world economy went into crisis, and this led to the failure of an 
increasing number of companies in nearly all of these countries. Only in Croatia, Poland, Slovakia and 
Slovenia there were decreases in the number of insolvent companies. However, this reduction does not reflect a 
favorable situation. We keep in mind that the number of insolvency cases in these four countries recorded 
significant reductions in previous years. 
In 2009 none of the 11 countries analyzed had negative variation in the number of insolvencies compared to 
2008. In 2010 there is still a balance between countries with a positive variation of insolvencies in the last year 
and those for which the variation in the number of insolvent companies was negative and favorable. 
Although the economic crisis is still felt in Eastern Europe, countries like Croatia, Estonia, Lithuania, 
Poland and Slovenia had decreases in the number of insolvent companies in 2010 compared to 2009. However, 
growth of 19%, 22% and 18% in Hungary, Latvia, respectively, Romania, determine an upward trend, but 
unfavorable of the total number of insolvent companies. This is largely due to the fact that Romania and 
Hungary hold in 2010 over 70% of the total insolvent companies in Eastern Europe. 
Fig. 1: Evolution of number of insolvent companies (a) and of insolvency rate (b) in Eastern Europe during 2004-2010 periods 
In the period 2004-2010 the number of insolvencies in the 11 states analyzed was of a total of 217 814 
companies. Of these, 79 459 companies are in Hungary and 71 137 in Romania, so these countries have almost 
70% of all insolvencies during the period studied. As can see from Figure 1, the countries with the highest 
number of insolvent companies are, in all the years included in the analysis, Hungary, Romania and Czech 
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Republic. The only change this top is shift between Hungary and Romania in 2008, mainly due to Romania's 
inability to cope with economic difficulties. In 2008, the increase in the number of insolvencies in Romania is 
of 126%, which is higher than the increase in the number of insolvent companies in Hungary, of only 17%. The 
country with the fewer insolvent companies is Bulgaria. 
The average insolvency rate in Eastern European countries increased in the analyzed period. Moreover, the 
average value of insolvency rate has doubled in 2010 compared to 2005 (1.15% vs. 0.55%). As an Eastern 
European average, the highest insolvency rate rise takes place in 2009, when the insolvency rate increases by 
about 0.3% as a result of the global economic crisis. The highest rates of insolvency are in Hungary, Romania 
and Latvia, since 2007. Lowest insolvency rates are found in Poland, although it is the state with the largest 
number of active companies. Although insolvency rate increases in most Eastern European countries included 
in the analysis, in countries such as Croatia, Slovakia or Slovenia this rate decreased in period we considered. 
 
Statistical analysis of the number of insolvent companies 
 Insolvencies situation in each country shows that the evolution of the individual number of insolvent 
companies differs from one country to another as follows: 
• Croatia and Poland have the most cases of insolvency in 2004, over 33, respectively, 23% of the total 
number of cases in the whole period; 
• Czech Republic, Estonia, Latvia, Lithuania register in the last two years included in the analysis between 45 
and 55% of all insolvencies; 
• Romania has the largest increase in the number of insolvencies and in the last three years of analysis 
includes over 75% of the total number of insolvencies in the period studied; 
• number of insolvency cases in Bulgaria and Hungary is steadily growing. 
Table 2: Summary 
Dimension Singular Value Inertia 
Chi 
Square Sig. 
Proportion of Inertia Confidence Singular Value 
Accounted 
for Cumulative 
Standard 
Deviation 
Correlation 
2 
1 ,295 ,087   ,825 ,825 ,002 ,164 
2 ,112 ,013   ,119 ,944 ,003  
3 ,056 ,003   ,030 ,975   
4 ,039 ,001   ,014 ,989   
5 ,033 ,001   ,010 ,999   
6 ,009 ,000   ,001 1,000   
Total  ,105 22911,441 ,000(a) 1,000 1,000   
a  60 degrees of freedom 
Source: SPSS Tools 
 
Summary table shows whether or not there is a link between the variables considered in this study and how 
many axes or dimensions are needed to reflect this link. To explain the relationship between variables there are 
needed 6 dimensions or factorial axes, of which the first two explain 94.4% of evolution in time and space of 
Eastern European insolvencies. 
The first dimension, as shown in Table 2, explains in proportion of 82.5% the differences between the 
variables, the second dimension explains another percentage of 11.9% of the differences between variables; 
together, the first two components are determining all differences less 5.6%. Consequently, the next dimensions 
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are insignificant. A Sig. value less than 0.05 indicates there is a statistical link between the variables we 
analyzed. 
The major differences between Croatia and Slovenia, on one hand, and Romania, on the other hand, explains 
76.6% of the differences in Eastern European space regarding the number of insolvencies in the first 
dimension, while in the second dimension these differences are explained in the proportion of 82.6% as 
differences between the number of insolvent companies in Hungary and Slovenia, on one hand, and Croatia, on 
the other hand. 
The differences between 2004, 2005 and 2006, on one side, and 2010, on another, explain 79.9% of the 
differences in the number of insolvencies for Eastern Europe, which is in correspondence with the 
manifestation Gutman effect for in time analysis (representation of point in time will have the form of a 
parabola). 
The first dimension explains the effect of the passage of time on the economic environment in general and 
on insolvency in particular. For Croatia and Slovenia, change the number of insolvent companies from one year 
to another is not significant. In Romania we have significant differences between the number of cases of 
insolvency in 2010 compared to 2004, 2005 and 2006, the increase in the number of company insolvencies 
being achieved more quickly than in other Eastern European countries. 
 
Statistical analysis of annual rates of insolvency 
The individual situation of eastern European countries in terms of the annual rate of insolvency reveals that 
in most Eastern European states included in our study insolvency rates are much higher for 2009 and 2010 
compared to other years. Exceptions are: 
• Croatia and Slovenia, where the highest rate of insolvency is 2005 followed by decreasing values if it; 
• Poland, with constant insolvency rates of 0.01-0.02%. 
Statistical analysis of the insolvency rate for every year in part confirms the above conclusions about the 
states where insolvency rates are the highest. Hungary is between the states with the highest rates of insolvency 
for all the duration of the analysis. Slovenia and Croatia are part of those states in 2005. Reducing rates of 
insolvency for these states in the next years lead to modification in this top. Thus, since 2007, major growth in 
Romanian insolvencies resulted in increasingly higher insolvency rates. In 2008, Romania had even the highest 
rate of insolvency of Eastern European countries whose statistics were analyzed. 
Table 3: Summary 
Dimension Singular Value Inertia 
Chi 
Square Sig. 
Proportion of Inertia Confidence Singular Value 
Accounted 
for Cumulative 
Standard 
Deviation 
Correlation 
2 
1 ,317 ,100     ,856 ,856 ,145 ,002 
2 ,097 ,009     ,080 ,936 ,137   
3 ,078 ,006     ,052 ,987     
4 ,038 ,001     ,013 1,000     
5 ,006 ,000     ,000 1,000     
Total   ,117 5,881 1,000(a) 1,000 1,000     
a  50 degrees of freedom 
Source: SPSS Tools 
 
The connection in time and space of Eastern European insolvency rates is reflected in Table 3. To explain 
the relationship between the two variables it is required to use 5 dimensions or factorial axes. Again, only the 
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first two are explained in the analysis, because these explain a proportion of 93.6% of the evolution in time and 
space of Eastern European insolvency rates. The first dimension explains differences in proportion of 85.6% 
between the variables, the second dimension explains another 0.80% of the differences; together, the first two 
components are the ones that cause the differences less a 6.4%. A Sig. value less than 0.05 indicates that there 
is a statically significant link between variables taken in the analysis. 
Analyzing the role of the line categories (eastern European countries) we conclude that differences between 
insolvency rates in Croatia, Slovakia and Slovenia, on the one hand, and Czech Republic and Romania, on the 
other hand, explains 87.9% of changes in insolvency rate for the first dimension, while Estonia with Latvia 
statistically differ from Romania, explaining 86.9% of the rates’ change in the second dimension. 
The role of the categories in the columns (reference years) in the establishing the link is major. Values for 
insolvency rates recorded in 2005 and 2006 are statistically different than the ones in the next years, this 
explaining 69.2% of the variation in time. A graphical representation of the two dimensions would show the 
appearance of the Gutman effect when representing the points in time. For Romania, the change on insolvency 
rate is statistically significant, sustained increases being well above the average recorded in the Eastern Europe. 
4. Conclusions  
In the period 2004-2010 the total numbers of insolvencies and the insolvency rate in the 11 countries 
analyzed have increased from one year to another. Hungary, Romania and Czech Republic have the most 
insolvent companies and the highest rates of insolvency are found in Hungary, Romania and Latvia since 2007. 
Under these conditions, the evolution of both indicators for Hungary and Romania is negative. 
However, the analyses of the number of insolvent companies in each country and of the insolvency rates 
help us conclude that the increase registered in Romania for the two indicators are statistically significant. 
Another significant change is the insolvency rate in the one in Czech Republic. Both states saw increases in the 
indicators especially since 2007. So, in terms of the annual number of insolvencies and insolvency rates, these 
are the states that were hit the hardest by the global economic crisis. 
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